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Honesto Gatchalian

Energy Division

California Public Utilities Commission
505 Van Ness Avenue

San Francisco, CA 94102

Subject: Draft Resolution E-4160
Dear Mr. Gatchalian:

The California Manufacturers & Technology Association (CMTA) submits its
comments on Draft Resolution E-4160, which seeks to implement SB 1036 (Chapter 685,
Statutes of 2007), revising the method for compensating resources for costs above the
level of the market price referent (MPR). The Draft Resolution address eight areas:

(1) Directs the IOUs to adjust their respective PPP rate components collecting the
PGC;

(2) Directs the IOUs to amortize funds transferred from the New Renewable
Resources Account in their Public Purpose Program rate component;

(3) Directs BVES to establish an account to record unencumbered renewable
funds transferred from the CEC back to BVES;

(4) Establishes the total cost limitation for above-MPR costs each utility can
expend on the procurement of eligible renewable energy resources;

(5) Outlines methodology for an AMF Calculator for the calculation of AMFs
requests and the tracking of approved AMFs requests;

(6) Sets forth eligibility criteria for power purchase agreement costs that may be
applied to the cost limitation;

(7) Sets forth reasonableness standards for reviewing above-MPR contract costs;
and

(8) Sets forth administration rules for the AMFs.

On March 28, 2008, Southern California Edison Company (“SCE”), Pacific Gas
& Electric Company (“PG&E”), San Diego Gas & Electric Company (SDG&E”), the
Center for Energy Efficiency and Renewable Technologies (“CEERT”), and the
California Wind Energy Association (“CalWEA”) jointly sent a letter to the Commission,
seeking to bifurcate the issues included in the Draft Resolution.
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On March 28, the Executive Director approved the proposal to bifurcate the issues,
deferring items 5-8 to a workshop sponsored by the Energy Division. Item 4 may be
deferred depending upon parties initial comments on this Draft Resolution due no later
than April 1, 2008.

CMTA believes that bifurcation is appropriate for the reasons detailed by the Joint
Parties. We understand that the Commission is anxious to provide market certainty
regarding the total funds available, how the Above MPR Funds (AMF) will be tracked,
project eligibility and other critical elements of the new law. While the Energy Division
has provided a thoughtful proposal, it is also true that implementation of SB 1036 will
significantly affect the commercial arrangements for new projects. In CMTA’s view,
there is value in engaging the major players involved — utilities, renewable project
developers, and ratepayers - to establish an implementation scheme that meets the needs
of all stakeholders.

CMTA expects to raise its substantive concerns during the workshop process.
However, we have two issues that we would like to place before the Commission for
further discussion and consideration as part of the DR E-4160 process.

One requirement of the new law appears to be entirely absent from the DR. SB
1036 added Section 25743 to the Public Resources Code, ensuring that “each electrical
corporation allocates funds received from the commission pursuant to paragraph (1) in a
manner that maximizes the economic benefit to all customer classes that funded the New
Renewable Resources Account.” We believe that the Draft Resolution should address
how the Commission will implement this provision.

With respect to issue 4, establishing the cost limitation is certainly important, but
there are other associated measures that are needed to ensure ratepayer protection. While
the law allows a utility to voluntarily enter into contracts for renewable energy projects
that do not count toward the AMF (PU§399.15 d4), the final Resolution should establish
some nexus between such “voluntary” contracts and the final reasonableness review
standards for bilateral contracts currently being discussed in R.06-02-012. One goal of
the reasonableness review standards for competitively-bid eligible projects identified in
the DR is to “promote the efficient use of limited above-market funds, in a manner that
maximizes ratepayer benefit” (DR, page 20). CMTA submits that the Commission also
has a parallel obligation to ensure that any “voluntary” contract successfully promotes
development of a renewable resource while also maximizing ratepayer benefit.

The Joint Parties’ letter seeking bifurcation of the issues recommended a
procedure to address implementation of SB 1036. The Executive Director’s response did
not fully endorse the formal procedures recommended. We believe that the workshop
process may be an appropriate place to begin to seek consensus on the implementation of



Honesto Gatchalian
April 1, 2008

Page 3

SB 1036. However, at a minimum, we also believe that at least one round of comments
post-workshop should be authorized. Each of the parties should have the opportunity to
offer its views on either consensus solutions developed as a result of the workshop or
express recommendations regarding those issues remaining in dispute. This will provide
the Commission with much more robust record prior to making a decision on issues that
are critical to utilities and their customers, as well as to renewable developers and their
supporters.

Enclosures:  Certificate of Service

CC:

President Michael Peevey
Commissioner John Bohn

Commissioner Rachelle Chong
Commissioner Dian Grueneich
Commissioner Timothy Simon

Respectfully submitted,

[, R. MA .

Keith McCrea

Counsel for California Manufacturers &
Technology Association

Sean Gallagher, Director, Energy Division
Cheryl Lee (email: cnl@cpuc.ca.gov)
Service List: R.06-05-027, R.06-02-012
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